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1. PORTUGAL: THE REJECTION BY TUO SOCIALIST PARTY OFFICTALS
OF A REQUEST THAT THEY JOIN THE CABINET APPARENTLY REFLECTS
THEIR PARTY'S (CONTIMUED COMMITMENT TO A JOINT STRATEGY
WITH SEVOLUTIONARY COUNCIL NODERATES 07 PREVENTING
PRLME MINISTER VASCO GONCALVES FROM FORMING A NEW
GOVERMMENT .Y

THE TWO SOCIALIST LEADERS. CONSTITUEMNT ASSER3LY
LEADER ANTONIO LOPES CARDOSO AND AN UMIDEMTIFIED PARTY
OFFICIAL- REPORTEDLY DECLINED TO ACCEPT CABINET POSTS
DURING A MEETING WITH PRESIDENT COSTA GONES ON MONDAY.
THE SOCIALIST REFUSAL IGNORES AN EAR LI"R APPEAL BY THE
ARMED FORCES MOVENENT CALL?NG ON ALL PARTIES TO PLACE
THE MATIONAL INTEREST ABOVE PARTISAN CO/STIDERATIONS
DURING THiZ PRESENT CRISIS-.Y

GONCALVES' POSITION WAS FURTHER EZRODED ON TUESDAY
BY THZ ANMOUNCED RESIGNATION OF THREE MORE MON-CONMUNIST

- MEMBERS OF THE FORMER CABINET. THE NINISTERS OF
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INTERTERRITCRIAL AFFAIRS. EXTIRMAL TRADES AND SOCTAL

INFRASTRUCTURE AND ENVIROMHMIMNT REPORTEDLY SALD THEY
WOULD REFUSE TO TAXKE PART TN THE NEW GOYENNMENT. Tdf‘
FIRST 7TWO ARE THRIPIMDENTS WITH SOCTALLST SYIPATHIES.

-

BUT THE THIRD ¥AS A PERSOHAL FRIEMD OF THE PRINE MINISTER..
THE PRIME MINISTER APPARENTLY HWAS ALSO BLEN

DESERTED 8Y HIS XEY LYXFTIST £CH9MOMIC ADVISERS IN THE

FORMER CABINET. THI REIVOLUTIOMARY COUNCIL HAS SET A

DEADLINE OF LATE JuLy FOR The CABINET TO SOLVE

PORTUGAL' S DEEPENIHG SCONOMIC CRISIS. SULNCE HO

PROGRZSS HAS BEEN JADE. THESEZ MINISTERI-WH40 ARE

CLOSELY IDENTIFIZD UILITH G0HCALVES' ECOMONILC

FAILURES—PROBASLY FEIL THISE IS LITTLé POINT TN

ACCEPTING POSTE IN THE #Ew CARBINET.Y

ACCORDING 70 SOURCES ZU8RI T0 SOCTALIST PARTY CHIEF SCARTL. 2 aw

OF THZ 30 REVOLUTINASY “3U0TIL MEHIERI VOTED AGALMIT

GONCALYIS IM A PRELININARY ZALLOT OF MOMIAY. HE

REPORTEDLY UAS GXYLN UNTIL TRHORRON TO‘FQRH A
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..H”’}
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CABIMET OR STEP DOWH.Y

MEIANWHILES AMTI-COMMUNIST H0BS DEFIED AN APPEAL
BY THE REVOLUTICMARY COLMCIL FGiR CALM 0V COHTIMUING
THEIR ATTACKS ON CONMUNIZT FARTY HEADGUARTIRS AHD
OFFICIALS IM MORTHERN AND CENTRAL PORTUGAL OM TUESDAY.
HATIAVINAANDANPARTY OFFIZES Ii UILDELY SCATTERED AREAS WERE SALKED
AND BURMNED AMND SOVIRNMENT IECURITY FORCES WERE FORCED
TO INTERVEMNE TO (53CUE SZidabUIREID COMHUNIST OFFICIALS.Y
I LIGHT OF IxCREASTIHG CRESSHRES UPON THE
COMMUNISTSs A 3STROMG PEACTION O THETR PART CANNOT
BE RULED OUT. IN THE EYENT OF A SHOWDOUM. CONTROL OF

ixa

THZ SECURITY FORCES UILL 2E CRITICAL. FOLLOWING THE
DEPARTURE FOR CUBA ON ﬂfHDqY a¥ THE FORCES. LEFTIST
BUT ANTI=-COMMUNIST <oimi*aimiRa GEHEZIRAL OTELO DE
CARVALHO. ARIY CAZEF 0F STAFF FABILAO WAI DTISCLOIED
OM TUESDAY TO HAVI FOITRCULT A ICHIDHLED TRIP TO

LONDOMN. FABTAO IS FinZalLLY {ONSTDERED ALISNID MITH

R T LI RIS 1 LA R
.
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Tl ADDITIOM To ITS APPEAL FOR ORDER. TSSUED
FOLLOWING A MARATHON MEETIMNG LH4TCH LASTED UMTIL
- EARLY STUESDAY #ORMING - THE REVOLUTIOMARY COVNCIL
AMMOLMEED THAT IT LAR CONTINUING T DRIVIEM THE PRESINT
POLITICAL SITUATION. THZ COUNCIL COIMUNTAUZ ALSO SAILD
THAT REPORTS HAD BEEN FRESENTED Od RECENT DeVELOPHENTS .
IN AHGOLA AND THE AZGPTS. IT IS PROBABLE THAT THE
CURRENT TURMOTIL I LLISBOH T8 PROVIDING EMCOURAGENENT
TO AZORTAM SEPARATISTS- LHL afz APAREHENSTIVE OVER
COMMUNTIST INFLUZMCE of THE HALMLAND . LIASECRETIY
. SPAIN: PRIME MINISTER ARIAS HAS SUFFERFD YET ANOTHER
SETBACK IN WIS DRIVE TO0 EMNCOURAGE THE ESTABLISHIEMT OF
GOVEZRNMINT~APPROVID ASSOIZAYIONS TO SERVE AS FORERUNMNERS
OF POLITICAL PARTIES
| UARLIER THIS (0NTH. A GROUZ OF HODERATES-TNIORT OF MHOM
HAD WESH ASSOCUATED ULTH THE RIGIAEL AT GMo THHE OR ARG THE R E LA LLY
CCOUSTITUTED A POLITICAL ACTICH &I0UR UNDHNN TUE eUT W &F A

CRESTARH COAPORATT Y. THI LARSTLY CUNTER-2T4SMT CROUD A0
TTATE

AN

UNIT

CEXT:
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TO APPLY FOR STATUS AS A POLITICAL ASSOCIATION BECAUSE lHTS
WOULD HAVE REQUIRED THE APPROVAL OF THE FRANCO REGTNE'S
NATIOMAL MOVEMENT.YW ’

THE FOUNDERS OF THE HFW ORGANIZATION. TO HE KNOUH AS 11'E
INDEPENDENT STUDIES FEDERATION {FEDISAY} STATED THAT THEIR PIRPOSE
IS TO STUDY POLITICAL. SOCIAL~ AND ECONOMIC PROBLEMS COIFRONTING
SPAIN.Y

THE INMPRESSIVE POLITICAL CREDENTIALS OF THE FOUMDERS WILL
MAKE FEDISA AN INMPORTANT PRESSURE GROUP. THE MOST BROMINENT
MEMBER IS MANUEL FRAGA IRIBARNE. CURRENTLY AMBASSADOR TO LOMDOI.
WHO EARLIER THIS YEAR DECIDED MOT TO FORM A PO[TTICnL ASSOLTATION
AFTER THE REGIME FAILED TO PROVIDE SUFFICIENT GUARANTEES OF
FREEDOM OF ACTICH.¥ ”

BY INCORPORATING A3 A.RESEARCH CORPORATION+ FRAGA
AND OTHER FOUNDERS OF FEDISA HAVE SIGNALED THEIR THTENTTOM
TO HAVE A POLITICAL VOICEL MHILE REMAINING ALOOF F20N
REGIME-SPONSORED SCHENES TO PROMOTE POLITICAL ASSOCTATIONS.

THE HMOVE FOLLOWS THE RECENT FOnhAFIOH OF A CENTER-LEFT

DATE:
0]IG:
UNIT:

EXT:
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GAHIZ\TIOM THAT HAS T1ADE TT CLEAR IT DOES MOT IMTEMD T0
APPLY FOR ASSOCIATION STATUS.Y

THE FRANCO GOVERMMENT REPORTEDLY IS AMGERED AT THE
FORTIATION OF FEDISA OUTSIDE THE FRAIZWORZL OF THE POLITICAL
ASSOClAbeNS STATUTE. THE NEWLY APPOINTED MIMISTER OF ThHE
NATIONAL MOVERZNT CALLED THE DEVICE OF INCORPORATION "4
FRAUD AGAINST THE'NATION-"

IN THE PERIOD SINCE LAST JANUARY. UHEN THE STATUTE OM
POLITICAL ASSOCIATIONS 700X EFFECT+ ONLY FIVE—LARGELY
RIGHTIST-REGINE~ORIENTED POLITICAL ASSOCIATCONS HAVE BEEN
APPROVED BY THE GOVERNMENT. ON THE OTHER HAND« THE‘
ZLANDESTINE OPPOSITION PARTIES INCLUDING THE SOCTALISTS AilD
THE CHRISTIAN LEMOCRATS+ ARE GRADUALLY BEING DRANMN INTO
THE DENOCRATIC COMFERENCE; A CLANDESTINE GROUPING ﬁ%ﬂiCH L3
EHERGING AS A RIVAL OF THE COMMUNIST~DOMTMATED DEMOORATIC JUMTA
FORMED IN PARIS LAST SUMNER.  {CONFIDENTIALIY
| 3. USSR: TASS ANMOUNCED ON JULY 148 THAT LEPUTY NTNISTER

- OF - CULTURE ZINAIDA M. KRUGLOYA HAS BEEN MANED CHATR-

DATE:
QUG
UHiT:

EXT:
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MAN OF THE UMION OF SOVIET SOCIETIES FOR FRIENDSHiP‘
AND CULTURAL RELATIOMS WITH FOREIGN COUNTRIES. KRUG-
LOVA VACATES A POST UHTCH SHE ANSUMED ONLY LAST 50-
VEM3TR. SHORTLY AFTER THE APPOLNTMENMT OF CANDIDATE
POLITSURO NEM3ER PETR DEAICHEY AS NIMISTEZR OF CULTURE.Y
UMNTIL LAST FALL- KRUGLOVA HAD BEEN PARTY SEC-
RETARY FOR IDEOLOGY IN THE LEMIMGRAD OBLAST PARTY
COMMITTEE~ WHERE SHE CONFORMED TO LEMINGRAD'S LOMG-
STANDING REPUTATION FOR TOUGHNESS AND ORTHODOXY IN
CULTURAL AND IDZOLOGICAL AFFAIRS. HER APPOINTHENT
TO THE MINISTRY OF CULTURE WAS THUS VIEWED 8Y SOIE
SOVIET INTELLLECTUALS AS AN EFFORT TO BALANCE DENI-
CHEV'S MORE PRAGNMATIC APPROACH.Y
DURING HER SHORT TENURE AT THE HMINISTRY+ KRUG-
.OVA HAS HAD VIRTUALLY NO PUBLICITY. THIS UTILL PRoA-
ABLY CHAMGE UITH HER NEU JOB WHICH. THOUGH AS GEil-
*  ERALLY POWERLESS AS THAT OF A DEPUTY CULTURE HINTSTIR,
CCARRIES CONSIDERABLY MORE PRESTIGE AHD AL OPRORTHMITY
‘zééﬁjﬂdiﬂﬁ§31l?‘ |

Ui
ELT,
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THE 52-YEAR-OLD KRU%LLOVA TAKES OVER HER MNEW POST

FROM HIMA V. POPOVA. b7?- WHO IS RETIRING. POROYA'S

RANK AT FULL HMENMSEIR OF THE CENTRAL CONMITTERL NAY 3%

GIVEN
RUARY .

TO KRUGLOVA AT THE MEXT PARTY CONMGPREISI IN FEB-

KRUGLOVA IS hoi A FEMSBER OF THE CSHTRAL. AUDET-

IMG COMMISSION. A RANK SHE ATTAINED BY VIRTHE OF HER

FORMER

PARTY POQIT TM Lﬁﬂﬁﬂh”AD-%

PO REPLACEMZINT HAS YI7 BEEN MANED FOR KRUAGLOVA

IN THE

NIMISTRY. - LiF hI. DOES MNOT OCCUR S0OM. IT

WILL ADD OME MORE TO THZ SROMING MUNBER OF VACA!CL&S

M THE

PARATUS .

FORMER

PARTY AND GOVICANZIMT CULTURAL/PROPAGAMNDA AP-
THE 10ST INDQ?TAHT OF THESEZ IS DENTICHEY'S
POST OF PARTY SECRETARY FOR CULTURE AND PRIP-

AGANDA+ WHICH HE RILINZUISHED AT THE DFCEH?ERlﬁq?H

CENTRAL

COMMNITTED FLEL LA, THED LEATEOASHIP'S FALLUEE

TO FILL THIS AMD RILATSD LESTER POSTI HAY RESILYTH

IN AN

DATSE:
QNG
UNIT:
64T

A) HOC APPROACH ¥ CULTHRAL AFFATAN.
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A3Y ARSITRARINESS AMlD DRIFT AGATHST A BACKGROUND
OF A GENERALS BUT OFTEN THCONSISTENTA CRACKDOUN OH
MOMCHHFORMISM.  LCOMFIDEITIALY Y- SHPADET.
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PANAMA: 'PANANA®S ECONORY+ THOUGH LESS GUOYANT TiAN IN THE PAST
SCVERAL YEARS. IS MOLDING ITS OMN THROUGH TIE GORLDUINE RECESSION.
LAST YCARs REAL ECONONIC GROUTH WAS 3.5 PERCENT. LOU FOR PANANA 3uT
RZSPECTABLE IN THE WORLD CONTEXT. THE ECONOMY PROBABLY II STILL
GROMIAG AT NEARLY THIS RATE.¥

THE GOVERNAENT IS UNDER NO SERIOUS PINAACIAL PRESSURE. IT HAS
BECM ABLE TO BORROY AT ATTRACTIVE RATES OH UORLD NONEY NARKETS TO
FINANCE MAJOR CAPITAL INVESTRENTS AND IT VIL) SE ABLE TO COVER A
SHALL DEPICIT SITHOUT DIFFICULTY. DEST SERVICE. WHICH ACCOUNTED FIOR
30 PERCENT OF THE aun;tf IN 3973, IS DOWN TO 2% PERCEUT THIS YEAR.Y

AN 80-PERCENT JURP IN PANANA'S INTERRATIONAL CURRENT ACCOUNT
DEFXICIT IR 1978 NAS CASILY OFFSCT QY THE FLOY OF CAPITAL INTO TWE
COUNTRY: CSPECTALLY INTO PANKAMA'S STEADILY EXPANDING BANKING BUSINESS.
TMIS YCARs THI GOVERNMENT EXPECTS A REDUCTION IN THE CURRENT ACCCUNT
serzcIry D o

SALES oF REFINED PETROLEUN PRODUCTS--PANAMA®S LEADING EXPORY--
ARE UPs MELPING TO OFPSEY THE HICHER COSTS OF INPORTED CRUDE OIL.
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MOREOVER+ #31 MILLION IN WEW PINANCING WILL @E AVAILABLE UNDER
VENEZUELA'S REGATE PROGRAN. PAHANA ALSO EXPECTS TO OBTAIN d41
MILLION FROM THE INTERNATIONAL MONETARY PUND'S OIL FACILITY.V

THE ECONMOMIC SLOWDONN IS NOT LIKELY TO INDUCE PANAMANIAN LEADER
TORRIJOS TO MAKE CONCESSIONS IN THE CANAL TREATY NEGOTIATIONS.V

ALTHOUGH INCREASED COMPENSATION FROM CANAL OPLRATIONS WOULD
PERNIT SPENDING ON PROGRAMS THAT HAVE BEEN CUT BACK AS AN AUSTERITY

MOVEs NO PLAUSIBLE LEVEL OF CONPENSATION WOULD BE LARGE ENOUGH T
EXERT NUCH LEVERAGE IN VIEY OF PANANA'S GENERALLY SOLID FINANCIAL

 POSIVION. (GEBREBENTIALY E-C INPDEY.d

»0/000

. 25X1A
$HYO— -

JoLY 23, 3978
4
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MIDPLE EAST AFRICA BRIEF 114-75.¥%

P2 ANGOLA= ACAILYTARY DRIVA OM LUAMDA BY THE HATIONAL
FRONT FOR THE LIB CRATION OF ANGOLA LAUNCHED LAST WEZEKEND

FROM TT3 TRIBAL 8A§5 Th “ORTHERN ANGOLA« HAS BECOME STALLED

INM THE YICINITY OF CAXITO. SONMT b0 NTILES WORTHEAST OF THE
CAPITAL. THIS ARZA IS ~¢ﬁ7” TED BY THE RIVAL POPLULAR MOVENZNT
FOR THZ LIBERATIOM OF ANGOLA. AMND THE MATIONAL FRONT MAY HOT

BE ABLE TO MUSTER THE HESOURCES HECESSARY TO PUSH THROUGH 70

-

LUANDA. FROM WHICH IT uAS LARGELY DRIVEMN 2UT LAST UWELK.Y
TﬁE SKIRMISHING It CAXITO ARPARENTLY HAS COHVTNCE

THE AU!HORITIES I LUANDTA THAT THE FR&NT INTENDS TO

FIGHT ITS WAY BACK INTO THg CARPITAL. THE PORTUGUESE

ARMED FOR RCES COMMANDER HAS CRDERID HIS TROIPS TO ESTATLLSH

A PERTAZTER AROUND SHI CITY TO SROTECT T ACAINST AN

OFFEHIIVE BY THE FRONT. CSTENHTILY. THE COHSDER HASES

TO AVERT FURTHER BLEODIHID TM 74T CITY. TN EFFECTa

WWQ1011'1411!JHIV¥ii
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HOUEVEZR. HIS PLAN YILL HELP DEFEND THE CITY FOR THE
POPULAR MOVENENT IF THE HATIONAL FRONT BPEAKS THROLGH
AT CAXTTO AND CONMTTNUIDS TTS LARCH.Y

TAE FROMT APRARINTLY S

-l

ILL SAS Sofe .
TROOPS IN THE i.UANDA AREA. TheY HAVE OARRICADED
THEMSELVES IN AN INDUSTRTAL COMPLEX JUST NORTH OF THE
CITY. THE POPULAR MOVENEMT FORCES ARE HOLDING BACK FRONM
A FINAL ATTEAPT TO UISLODSE THZ FROMT TROOPS BECALSE THE
LATTER ARE HOLDING PRISOMNERS HELONGING TO THE POPULAR
MOVEMSHIT. LCONFIDENTTIALLY

s #. ETHIOPIA: DURING THE PAST MZEKs WIOLENCE HAS BEEN
ON THE UPSWING IN AMD ARCUND ASMARA~ THE CAPITAL OF ERITREA
PROVINCE.Y . .

O JULY 17+ ONE OF THE LARGEST ENGAGENZINTS IN SEVIRAL UZEKSI
0CC QEZD SOUTH OF AS!ARA. UMERE THE RESELS ADMIUSHED FOUR TRUIKLALDRS
OF GOVEIRMNNEMNT SOLDIZRS. - OVIR LI MERET KTLLED.  REAY ~UTeilavi]
YEARONS FIRE WA HIAR2 &N TUINAAY T THI CLTY. AMO 2000 pnny
ALRCEARY BONSED AMND STRAFIZD A VILLAGT AROUT REVEM OLTS HE8T OF
ARARRRERE
Srl:

T
TXT:
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ASHMARA.Y

ASSASSINATION TEANS OF ERITREAN REBELS LAST WEFK KILLED
FOUR GOVERNMENT INFORnrés. ALL THE ASSASSINS ESCAPED. IH
REPRISAL~ GOVERMIENT SECURITY FORCES KILLED AT LEAST 14 ERTTREAMNS.
GOVERNMENT FORCES PEPORT:DLY HAVE DECLARED THEY WILL KILL TWO OR
THREE ERITREANS FOR EACH SOLDIER OR GOVERNHENT SUPPORTER KILLED
BY THE REBELS. o

GOVERNMENT FORCES ARE ESPECIALLY TENSE BECAUSE GENERAL TEFERT
BENTI~ THE HEAD OF THE RULING MILYTARY COUNCIL~ IS VISITING THE
PROVINCE. STRINGENT. SECURTTY MEASURES ARE IN EFFECT INCLUDING
INCREASED PATROLS BY ARMY AND POLICE UNITS. SECURITY FORCES HAVE
ALSO ROUNDED UP A LARGE NUMBER OF ASMARA RESIDENTS SUSPECTED OF
BEING REBEL SYMPATHIZERSS SOME REPORTEDLY VERE EXECUTED.H
{CONFIDENTIAL} E-2 INPDET. A
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